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BURNS  BROS. 


New  York 


EXECUTIVE  OFFICES 

500  Fifth  Ave.,  New  York  City 
LOngacre  5-4360 


BRANCH  OFFICES 


MANHATTAN 

102  West  96th  Street 
261  West  125th  Street 


BROOKLYN 
Glenmore  Ave.  &  Junius  St. 

362  Livingston  Street 
14th  Avenue  &  39th  Street 


BRONX 

203  East  Fordham  Road 


QUEENS 

39-15  Main  Street,  Flushing 
183rd  St.  at  Jamaica  Ave.,  Jamaica 

JERSEY  SHORE 
1113  Main  Street,  Bradley  Beach 

Euclid  Avenue,  Manasquan 
7th  St.  &  R.  R.  Ave.,  Lakewood 


STATEN  ISLAND 
461  Richmond  Terrace 
New  Brighton 

NORTH  JERSEY 
901  Bergen  Avenue,  Jersey  City 
Dean  St.  &  Forest  Ave.,  Englewood 
77  Riverside  Avenue,  Newark 


CONNECTICUT 
Bartholomew  Ave.,  Hartford 


MASSACHUSETTS 
1022  Massachusetts  Ave.,  Boston  331  Liberty  Street,  Springfield 


APARTMENT    HOUSE  HEATING 


THE  rehabilitation  of  apartment  houses  is  one  of 
the  most  important  problems  confronting  owners, 
savings   banks,   insurance   companies,   owners  of 
real  estate  securities  and  managing  agents. 

The  gravity  of  the  problem  is  strikingly  illustrated  by 
an  article  by  Mr.  Herbert  K.  Goodkind  in  Real  Estate 
Record  of  April  20,  1935,  which  is  quoted  in  part  in 
this  pamphlet.  The  accompanying  tabulations  are  con- 
densed from  their  original  form  in  Mr.  Goodkind's  article 
to  cover  the  subject  matter  of  this  pamphlet. 

Fuel  cost  is  the  highest  single  item  of  expense  in 
apartment  house  operation.  It  follows,  therefore,  that 
this  is  the  logical  starting  point  in  any  plan  to  harmonize 
operating  expense  with  income. 

That  economies  in  fuel  costs  are  possible  is  vividly 
illustrated  in  the  accompanying  tabulation,  from  which 
it  will  be  noted  that  fuel  costs  per  room  per  annum 
varied  from  $5.31  to  $22.97.  Of  the  thirty-five  build- 
ings examined,  all  of  which  were  built  between  1925  and 
1930,  twenty-three  would  appear  to  have  excessive  fuel 
costs. 
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We  are  glad  that  we  are  in  a  position  to  make  a  very 
real  and  important  contribution  to  the  solution  of  this 
vexing  problem. 

We  maintain  a  Combustion  Engineering  Service, 
staffed  by  licensed  graduate  engineers.  The  sole  purpose 
of  this  Department  is  to  assist  fuel  users  to  reduce  their 
costs  through  the  burning  of  the  proper  fuel  in  the 
proper  equipment,  and  to  give  professional  advice  on 
related  subjects,  such  as  radiation,  the  economies  possible 
through  the  use  of  such  devices  as  thermostats,  pressure- 
stats,  etc.,  which  not  only  reduce  fuel  bills,  but  increase 
the  efficiency  of  the  heating  plant,  thereby  adding  to 
the  contentment  of  tenants.  We  do  not  sell  or  promote 
the  sale  of  equipment,  nor  recommend  any  particular 
make  of  equipment.  Our  sole  business  is  the  sale  of 
coal  and  fuel  oil.  The  advice  given  will  be  purely 
professional. 

There  is  no  charge  for  this  service,  and  you  are  invited 
to  avail  yourself  of  it,  if  your  building  falls  within  the 
category  of  high  cost  operation.  We  sincerely  trust 
you  will  do  so,  as  it  may  be  the  means  of  effecting  real 
economy. 

If  you  wish  to  accept  this  invitation,  sign  the  enclosed 
card  and  our  representative  will  call  on  you  at  any  time 
most  convenient  to  you  for  a  discussion  of  your  problem. 
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1934  OPERATING  COSTS  OF 
35  APARTMENT  HOUSES 

By  Herbert  K.  Coodkind 

EXPENSE  data  on  property  has  become  indispen- 
sable in  recent  years  as  a  result  of  economic  pres- 
sure. Increased  taxes,  increased  labor  costs,  and 
the  devaluation  of  the  dollar  have  resulted  in  decreased 
earnings:  The  building  ov/ner,  therefore,  has  been  forced 
to  readjust  his  annual  budget,  effect  methods  of  reducing 
operating  overhead,  and  to  foresee  further  new  changes. 

Research  should  establish  a  more  uniform  and  satis- 
factory basis  of  cost  accounting.  It  will  then  be  possible 
to  anticipate  with  greater  accuracy  the  disbursement 
of  each  rent  dollar.  The  tables  of  figures  herein  pre- 
sented indicate  the  possibilities  in  this  connection. 

The  accompanying  schedule  is  intended  to  serve  a 
number  of  purposes.  First,  it  can  be  utilized  as  a  break- 
down of  costs  that  will  give  a  clear  picture  of  cost 
conditions;  second,  it  will  serve  as  a  means  of  compara- 
tive analysis  of  existing  costs,  i.e.,  any  owner  of  a  prop- 
erty v/hich  falls  within  the  category  of  this  analysis,  may 
compare  actual  costs  prevailing  in  his  property  with 
those  herein  presented;  third,  that  in  so  doing,  the  prop- 
erty owner  may  make  use  of  such  an  analysis  as  an 
instrument  in  the  reduction  of  costs. 


BURNS  Jjjj^j,  BURNS 


The  thirty-five  buildings  examined  have  been  grouped 
according  to  size.  Since  there  are  only  two  to  seven 
in  each  division,  averages  of  individual  items  have  not 
been  taken,  for  the  reason  that  they  would  not  represent 
a  precise  gauge. 

The  per  room  basis  has  been  selected  in  preference 
to  the  square  foot  method  as  it  is  more  practical  and 

usable   in   apartment   house   analysis.     Although  some 

variation  exists  in  the  room  sizes,  as  indicated  in  the 

descriptions   of  plot  size   and   number  of  rooms,  the 

figures  exhibited  are  comparatively  accurate. 

If  the  reader  will  but  compare  any  particular  item 
of  costs  as  among  the  various  samples  presented  here- 
with, he  cannot  help  but  notice  the  considerable  vari- 
ation existing  among  them.  This  is  particularly  true  in 
such  items  as  salaries,  fuel,  painting,  and  management. 
Important  factors  which  may  cause  these  differences  of 
expenditures  are  presented  under  each  item  in  the  re- 
sume on  page  14. 

It  is  well  to  call  to  the  attention  of  those  who  would 
use  the  "disbursements  table"  that  in  every  case,  these 
properties  are  in  the  process  of  mortgage  rehabilitation; 
that  the  first  mortgage  on  most  of  the  properties  con- 
stitutes what  would  probably  be  a  reasonable  appraisal 
evaluation  under  existing  circumstances;  that  in  no  case 
is  there  a  second  mortgage  to  add  to  interest  costs  on 
these  properties. 
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The  interest  earned  on  the  mortgages  after  all  other 
fixed,  capital  and  operating  charges  ranged  from  0.8 
per  cent  in  the  case  of  property  J  I  (which  otherwise 
showed  a  net  loss  of  $88.12  per  room)  to  8.0  per  cent 
in  the  case  of  property  G  2  (which  otherwise  showed 
a  net  profit  of  $22.66  per  room).  The  average  of  all 
buildings  was  slightly  better  than  4  per  cent,  a  return 
not  to  be  despised  in  these  days  of  low  dividends  and 
small  profits. 

Figures  on  percentage  of  vacancies,  concessions,  and 
bad  debts  indicate  that  the  total  average  of  these 
three  items  for  all  six-story  elevator  buildings  was  10.8 
per  cent.  This  figure  represents  what  would  be  the 
normal  experience  allowance  under  ordinary  circum- 
stances, and  is  an  encouraging  sign  of  a  general  decline 
in  vacancies,  concessions,  and  rent  losses.  However, 
only  seven  buildings  earned  a  profit  during  the  calendar 
year  1934.  Eighteen  sustained  a  loss.  The  causes  may 
be  attributed  to  high  fixed  charges,  and  in  some  cases, 
to  excessive  operating  costs. 

A  similar  table  on  the  nine  to  sixteen  story  buildings 
reveals  a  higher  total  average  of  vacancies,  concessions 
and  bad  debts.  The  16  per  cent  figure  may  be  attributed 
to  the  fact  that  vacancies  were  more  numerous  during 
1934  in  the  higher  priced  apartments.  These  were  usu- 
ally found  in  the  taller  and  more  centralized  apartment 
houses.  None  of  these  larger  buildings  earned  a  profit 
during  the  past  year. 

The  tax  situation  presents  difficulties  more  or  less 
insurmountable.  Water  and  insurance  rates  are  arbi- 
trarily fixed.  Interest  rates  can  be  changed  and  should 
be  adjusted  to  meet  present  conditions,  so  that  some 
relief  on  overhead  is  possible  from  that  source. 
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Operating  costs  are  governed  to  a  large  degree  by 
the  quality  of  management.  Whether  an  owner  or  agent 
is  in  charge,  a  thorough  maintenance  experience  is  essen- 
tial to  run  a  building  properly  and  at  the  same  time 
minimize  expenditures.  In  order  to  maintain  a  high 
occupancy  percentage  the  agent's  proximity  to  the 
property  and  his  renting  ability  are  of  paramount  im- 
portance. 

The  facts  set  forth  herein  should  indicate  clearly  the 
naed  for  additional  cooperative  research  to  establish  a 
more  scientific  approach  to  the  intricate  problems  inci- 
dant  to  efficient  management.  The  supervising  agents 
cannot  continue  to  ignore  deficits  suffered  by  owners 
and  mortgagees.  The  management  profession  must  do 
more  than  merely  manage.  In  spite  of  past  failures  in 
coordinating  the  policies  of  management  in  New  York, 
it  would  still  be  wise  and  profitable  to  unite  in  the 
matter  of  rent  stabilization.  It  may  even  be  possible  to 
effect  a  general  increase  in  rent. 

Mortgage  investors  must  be  reassured  once  again  of 
the  safety  and  stability  of  real  estate  before  new  loans 
will  be  available.  If  money  starts  once  more  to  flow 
freely  into  mortgage  investments,  it  will  be  only  after 
a  new  and  sound  basis  of  operation. 

APRIL  20,  1935  *  REAL  ESTATE  RECORD 
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'When  you  leave,  please  leave  this  book 

Because  it  has  been  said 
"Ever'thing  comes  t'  him  who  waits 

Except  a  loaned  book." 
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